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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:
HOLIDAY BENEFITS:

1. Compliance Reguirements:

» The paid holidays must be restricted to the folilmgy New Years Day, January 1;
Martin Luther King Day, the third Monday in Januakyncoln's and Washington's
Birthday (President's Day), the third Monday in fetny; Memorial Day, the last
Monday in May; Independence Day, July 4; Labor Dbg,first Monday in
September; Columbus Day, the second Monday in @ctaketeran's Day,
November 11; Thanksgiving, the fourth Thursday ovdimber; Christmas,
December 25; and State general election day. (MQA216)

* AGO #1186, Vol. 38, held that the county commissigsmmay enter into a collective
bargaining agreement with county employees whiemigra day of paid leave in
addition to those legal holidays set forth in MCA-R16. These days may not be
accumulated as vacation days.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

HOLIDAY BENEFITS - continued:

1. Compliance Requirements - continued:

If the holiday falls on an employee's day off, €mployee is entitled to receive a day
off with pay either on the day preceding the hglidaon another day following the
holiday. Part-time employees receive pay for tbkday on a prorated basis. A
short-term worker, as defined by MCA 2-18-101, mayreceive holiday pay.

(MCA 2-18-603)

If a holiday falls during an employee's annualatam, that day should not be
counted against leave time. If counted againstel¢iane, the employee must be
given a paid day off at a later time to make uptf@rlost holiday. (AGO #16, Vol.
38)

County road and bridge department employees rdgwlarking four 10-hour days
per week are entitled to eight hours’ pay for athworked holidays. (AGO #14, Vol.
43) Although this opinion refers to a road andibe employee, it appears that any
county employee regularly working four 10-hour dags week would also be
entitled to eight hours of pay for all nonworkeditays.

(Note: Employees of a county hospital or rest hometimra fourth, fifth, sixth, or
seventh class county, or of a hospital district,@empt from the provisions of Title 2,
Chapter 18, Part 6, MCA, including those relatiodnoliday benefits. For any reduction
in leave benefits resulting from this exemptiorgrehmust be an increase in
compensation or benefits. (MCA 2-18-641))

Suggested Audit Procedures:

Determine, by reviewing selected payroll recotlls,minutes of the governing body,
and other available documentation, that paid hgsideere restricted to those named
above.

Test payroll records for selected part-time emeésyto determine if they receive pay
for holidays on a prorated basis.

Test payroll records for selected temporary ardaeal employees to determine that
they did notreceive any holiday pay. If the county employg sinort-term workers,
as defined by MCA 2-18-101, determine that they disl not receive holiday pay.

Test payroll records to ensure that employeesladgworking four 10-hour days
receive only 8 hours’ pay for a nonworked holiday.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS:

2. Compliance Requirements:

» Except as otherwise provided in MCA 19-3-403 eatiployees of a local government
participating in the Public Employees Retiremenst&m (PERS) (i.e., contracting
employer) shall become members of the PERS onrtalfy of service. (MCA 19-
3-401)

» The following county employees may also become bemof the PERS at their
option: (MCA 19-3-412)

1. elected officials who are paid on a salary ogevhasis rather than on a per diem
or other reimbursement basis;

2. part-time employees whose employment does roseska total of 960 hours of
employment covered by Title 19, Chapter 3, MCAamy fiscal year,

3. the chief administrative officer of any county;

4. employees of county hospitals or rest homes.

(Note: If an employee declinegptional membership, the employee shall sign a
statement waiving membership and file it with tigpdoyer, who shall then file the
statement with the Public Employees’ RetirementrB@and retain a copy of the
statement. (MCA 19-3-412))

» Local governments may make the decision to jooh@mnterminate participation in
PERS based on employee votes, as noted below:

1. Any employee who has continuously been, forreodeof at least 2 years, an
employee of a municipal corporation, county, oreothublic agency of this state
which is not a contracting employer may adviseléiggslative body of his
employer, in writing, that he wishes to participatehe retirement system.
Within 30 days after receipt of such written requé® legislative body shall
thereupon adopt the resolution of intention ane tslkch action as provided for in
19-3-201. (MCA 19-3-202)

2. Any municipal corporation, county, or public agg in the state may become a
contracting employer and make all or specified geoof its employees members
of the retirement system by a contract. The gamgrbhody must adopt a
resolution of intention to approve the contract #relcontract may not be
approved unless the employees proposed to be ettlindthe retirement system
adopt the proposal by a majority affirmative vataisecret ballot. Approval of
the contract must be made within 40 days afteattaption of the resolution.
The contract must specify that the provisions efrgtirement system apply to all
employees on the effective date of the contracttarall employees hired after
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS - continued:

2. Compliance Requirements - continued:
the effective date of the contract. An employeesnioership in either the defined
benefit plan or the defined contribution plan isetimined on an individual basis.
(MCA 19-3-201) This Section also provides inforioatrelated to terminating
coverage.

(Note: All 56 counties and consolidated city/county goweents are contracting
employers of PERS.)

Suggested Audit Procedures:

» Test employee payroll records and determine tleakthave been PERS
contributions made by the county and the emplogealf employees that are
required to belong to PERS or who are eligible laaeke elected to join PERS.

» Determine if any employees have declined optiomanbership. If so, review the
employer’s files for a statement documenting thatémployee waived membership.

3. Compliance Requirements:
* The following are the required contributions toresment systems expressed as a
percentage of the employee’s gross pay:

1. Public Employees Retirement SystéPERS) —

a. Employer Contribution — MCA 19-3-316
* 6.8% - (6.9% less State contribution of 0.1%)
*  6.935% — Effective 7/1/2007(7.035% less State contribution of 0.1%)
 7.07% — Effective 7/1/20097.17% less State contribution of 0.1%)

b. Employee Contribution (withholding) — MCA 19-38
* 6.9%

c. State’s share— MCA 19-3-319
e 0.1%
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS - continued:

3. Compliance Requirements - continued:

2. Municipal Police Officers' Retirement Syst@piPORS) (Police Retirement -
Statewide Plan) —

a. Employer Contribution — MCA 19-9-703
o 14.41% -

b. Employee Contribution (withholding) — MCA 19-94
* 5.8% - if first employed on or before June 30,397
* 7% if first employed after June 30, 1975
* 8.5% if first employed after June 30, 1979 bubbefluly 1, 1997
* 9% if first employed on and after July 1, 1997
Note: An employee who elects to be covered by the guieea annual
benefit adjustment (GABA) (19-9-1009 or 19-9-10%Ball contribute 9%

c. State’s Contribution— MCA 19-9-702
e 29.37%

3. Firefighters' Unified Retirement System (FURS)he contribution rate are
applicable to only those that have not been prgmxtiuded from membership

a. Employer Contribution — MCA 19-13-605
* 14.36% -

b. Employee Contribution (withholding) — MCA 19-881(2)
* 9.5% if the employee hamt electedto be covered under the guaranteed
annual benefit adjustment (GABA) MCA 19-13-1010R O
* 10.7% if the employee hasectedto be covered under GABA
* AND, 1% - to pay the premium for group life and acoid¢death and
dismemberment insurance. (MCA 19-13-601(1)).
c. State’s Contribution— MCA 19-13-601
e 32.61%

4. Sheriffs' Retirement System (SRSThe contribution rate are applicable to only
those that have not been properly excluded from lbeeship

a. Employer Contribution — MCA 19-7-404
* 9.535% -
* 9.825% — Effective 7/1/2007(9.535% plus additional contributions of
0..29% for the system’s unfunded liability.)
REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS - continued:

3. Compliance Requirements - continued:
4. Sheriffs' Retirement System (SRS) — continued:
* 10.115% -Effective 7/1/20099.535% plus additional contributions of
0.58% for the system’s unfunded liability.)

b. Employee Contribution (withholding) — MCA 19-D3!
e 9.245%

5. Judges' Retirement System
a. Employer Contribution —
* None — The county is not required to make anyrdaution to the Judges'
Retirement System.

b. Employee Contribution (withholding) - MCA 19-B:2
s 7%

c. State’s share— MCA 19-5-404
e 25.81%

6. Teachers Retirement System (TRS)
(Note: A person elected to the office of county supendant of schools must be
an active member of the TRS. (MCA 19-20-302.)

a. Employer Contribution — MCA 19-20-605
o 7.47% —
* 9.47% — Effective 7/1/2007
* 9.85% — Effective 7/1/2009

b. Employee Contribution (withholding) — MCA 19-302
e 7.15%

c. State’s share— MCA 19-20-604
e 0.11%

(Note: The Municipal Police Officers' Retirement Systemd éhe Firefighters'
Unified Retirement System will not apply to mostinty governments. The most
common exception may be certain consolidated atyity governments.)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS - continued:

Suggested Audit Procedure:

Test selected payroll reports and records to oheter if the required amounts are
withheld from the employees' salaries and/or pgithe employer for the purposes
listed above.

4. Compliance Requirements: (Applicable to PERS, SRS, MPORS, and FURS)

For purposes of retirement systems, "compensati@adns remuneration paid ...
before any pretax deductions allowed by state @ertd law are made. (MCA 19-3-
108(1) (PERS); 19-7-101(1)(SRS); 19-9-104(1)(MPORS) 19-13-104(2)(FURS))
(Note: In addition, MCA 19-3-108(1), pertaining to PERPecifically states that
compensation does not include contributions to griasurance, such as that
provided under 2-18-701 through 2-18-704.)

Pre-tax deductions, including elective contribngainder an IRC section 125
(Section 125) cafeteria plan, may be consideredoemsation for purposes of these
retirement systems, but only if the following canuhs are met

a.

If an employer increases a member's compendatiaccount for health, dental,
vision, life or disability costs, the amount of tinerease can be included in
compensation for retirement system purposes ibtiye employer includes that
amount, to the extent required by applicable fddmard state law, in its
calculation of the member's compensation for alppses, including but not
limited to federal and state income taxes, FICAeraployment insurance,
overtime, shift differentials, workers' compensatiand benefits based on
compensation, such as life or disability benefasdudl on a multiple or percentage
of annual pay.

The cafeteria plan must be a bona fide cafepaia that is operated in

compliance with the following requirements of Sentll25 (See details at

MPERA policy website, below):

1. The written plan document must incorporate atit®n 125 operating rules
and regulations and must be formally adopted befadirst day of the first
plan year.

2. All participants in the plan must be employeesH-employed individuals
and independent contractors cannot participate.

3. The plan must allow participants to choose anfbogmore benefits
consisting of cash and qualified benefits. A gdlaat does not include the
option of receiving cash instead of a qualifiedddéns not eligible.

4. Employees must be allowed to choose betweequalkfied benefit and cash
either through an affirmative election, a manda&lgction, or a waiver of
participation.

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RETIREMENT SYSTEMS - continued:

4. Compliance Requirements - continued:

5. The cafeteria plan may offer only qualified biéseas defined under Section
125(f).

6. Elections made under the cafeteria plan mustréeocable for an entire plan
year, except to the extent mid-year election chaage permitted under
Section 125.

7. The cafeteria plan must satisfy the nondiscratiam requirements of Section
125.

(Montana Public Employees’ Retirement Board — Bdlio. BOARD Admin 05,
effective date of 12/9/2005 — settp://mpera.mt.gov/Policies.a3gNote: This

policy, clarifying the definition of compensatioorfretirement system purposes, was
approved by the Board on 12/9/2005. A particigpgémployer must demonstrate
compliance with this policy effective with the nég®5 plan” year that follows
8/25/05.)

Suggested Audit Procedures:

Review the employer’s Section 125 cafeteria pilaciuding the elective deferrals
that are offered, and ensure that it meets theeaaleExyuirements.

For selected individuals that are members of bowa retirement systems, including
one or two individuals with management positioretednine the compensation (total
wages) reported to the applicable retirement syst@mnte: Monthly reports to the
retirement systems include a listing of individya®ng with reported compensation
and contributions made.) Compare this compens#itime total wages, salaries, etc.
reported for worker's compensation or state unegrpbknt purposes. If differences
exist, perform appropriate follow-up procedureslétermine the cause of the
differences. Note: Differing due dates for worker’'s compensatiod atate
unemployment reports may result in differences Wikineed to be reconciled.)

ANNUAL VACATION LEAVE:

(Note: Employees of a county hospital or rest hometimra fourth, fifth, sixth, or seventh
class county, or of a hospital district, are exefrgonh the provisions of Title 2, Chapter 18,
Part 6, MCA, including those relating to annualataan leave. For any reduction in leave
benefits resulting from this exemption, there niestin increase in compensation or benefits.
(MCA 2-18-641)

5. Compliance Requirements:

Permanent full-time employees earn annual vacddiave credits based on total
years of employment, as follows: (MCA 2-18-612)
a. less than 10 years service - 15 working dayyeger

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

ANNUAL VACATION LEAVE - continued:

5.

6.

Compliance Requirements — continued:
b. 10 through 15 years service - 18 working daysypar
c. 15 through 20 years service - 21 working daysypar
d. Over 20 years service - 24 working days per year

* Employees earn vacation leave from the first dagnoployment, but must be
continuously employed for six calendar months betbey are eligible to take any
vacation leave. (MCA 2-18-611(1))

* No vacation leave shall accrue while an emplogae a leave-without-pay status.
(MCA 2-18-611(4))

* Permanent part-time employees receive proratedanacation leave credits if they
have worked for the qualifying period. (MCA 2-183183))

» Seasonal employees earn vacation credits. Howseasonal employees must be
employed for 6 qualifying months before they mag tiee vacation credits. In order
to qualify, seasonal employees shall immediatgiypreback for work when
operations resume in order to avoid a break iniseryMCA 2-18-611(2))

* Temporary employees earn vacation leave crediteiay not use the credits until
after working for 6 qualifying months. (MCA 2-18-8(5))

» Short-term workers, may not earn vacation leaedits, and time worked as a short-
term worker does not apply toward the person'sabéarning vacation leave credits.
(MCA 2-18-611(6))

(Note: An elected official is not considered an “empldyfee the purposes of Title 2,
Chapter 18, Part 6, MCA, which deals with leaveetinfMCA 2-18-601(4) and AGO #4,
Vol. 37)

Suggested Audit Procedure:

» Test the vacation leave records for selected eypplto determine if the employees
are earning the appropriate number of vacation,daysccordance with the above
requirements.

Compliance Requirements:

* Annual vacation leave may be accumulated to aruainmt to_exceed two timéke
maximum number of days earned annually as of tdeoéthe first pay period of the
next calendar year. Excess vacation time is rmégited if taken within 90 calendar

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

ANNUAL VACATION LEAVE - continued:

6. Compliance Requirements - continued:

days from the last day of the calendar year in tvhie excess was accrued. (MCA
2-18-617) Note: See Compliance Requirement No. 5 above for thérman
annual vacation leave credits that can be earned.)

If an employee makes a reasonable written redaeste excess vacation leave
before the excess vacation leave must be forfaiteldthe county denies the request,
the excess vacation leave is not forfeited anctcthumty shall ensure that the
employee may use the excess vacation leave béferend of the calendar year in
which the leave would have been forfeited. (MCA&617)

(Note: See Compliance Requirement No. 1Bffective July 1, 2007 an employee
may contribute accumulated vacation leave to aefandable sick leave fund
provided for in MCA 2-18-618.)

Suggested Audit Procedures:

Test the vacation leave records for selected eyeplto determine that vacation
leave balances of employees did not exceed thermamwiallowed by statute as of the
end of the first pay period of the next calendarye

If the vacation leave balance was in excess ofrtaeimum allowed, determine that
the excess was either used within 90 days frontesteday of the calendar year in
which the excess was accrued, or forfeited unles®mployee made a reasonable
request to use the leave and the request was denied

7. Compliance Requirements:

Employees will receive pay for vacation leave umsd if the employee terminates
employment, has worked for the 6 month qualifyiegi@d, and has not terminated
employment for a reason reflecting discredit onghmployee. (MCA 2-18-617(2))

Employees are not allowed to receive pay in lievagation days not used, except
upon termination. (MCA 2-18-617(2); AGO #33, Vab; AGO #25, Vol. 46)

County employees who are elected or appointedlbtigoffice are entitled to
receive the vacation and sick leave benefits tbatrmulated during the course of
their employment with the county. (AGO #12, Vd)3

Suggested Audit Procedure:

As part of expenditure testing for personal sawjaetermine that any payments for
unused vacation leave were only made if the empldgaminated employment with
the county.

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SICK LEAVE:

(Note: Employees of a county hospital or rest hometimra fourth, fifth, sixth, or seventh
class county, or of a hospital district, are exefrgonh the provisions of Title 2, Chapter 18,
Part 6, MCA, including those relating to sick leasor any reduction in leave benefits
resulting from this exemption, there must be amgase in compensation or benefits. (MCA 2-

18-641)

8. Compliance Requirements:

Permanent full-time employees earn 12 days oflgiaie per year and there is no
restriction on the number of hours that may be amdated. (MCA 2-18-618(1))

Employees earn sick leave from the first day oplryment, but must be
continuously employed for 90 days before they dggde to use any sick leave.
(MCA 2-18-618(1))

An employee may not earn sick leave while in &deavithout-pay status. (MCA 2-
18-618(2))

Permanent part-time employees receive proratédesawe credits if they have
worked for the qualifying period of 90 days. (MQAL8-618(3))

Full-time temporary and seasonal employees ardeghto sick leave benefits if they
have worked the qualifying period of 90 days. (MZA8-618(4))

A short-term worker may not earn sick leave ceedA short-term worker is a person
who is hired by a county for an hourly wage; maywork for the county for more
than 90 days in a continuous 12-month period; teehgible for permanent status;
and may not be hired into another position by tpenay without a competitive
selection process. (MCA 2-18-101 and 2-18-618(5))

Suggested Audit Procedure:

Test the sick leave records for selected emplotgedstermine that the employees
are earning the appropriate number of sick leagdits based on their employment
status and length of employment.

9. Compliance Requirements:

Except as discussed in Compliance Requiremen2NQVEBA), below, upon
termination of employment, an employee is entitted lump-sum payment equal to
Y, of the pay attributed to the accumulated sickdeal he pay must be computed on
the basis of the employee's salary or wage airttedf termination. (MCA 2-18-
618(6))

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SICK LEAVE - continued:

9. Compliance Requirements - continued:
* An employee may not be paid upon termination for @maining sick leave credits
that were accrued prior to July 1, 1971. (MCA 2618B(6))

* Abuse of sick leave is cause for dismissal anféfiure of the lump-sum payments
for accumulated sick leave. (MCA 2-18-618(8))

* County employees who are elected or appointedbigoffice are entitled to
receive the vacation and sick leave benefits tbatmulated during the course of
their employment with the county. (AGO #12, Vd)3

Suggested Audit Procedures:

» As part of expenditure testing for personal s&asjdetermine that any payments for
unused sick leave were only made if the employeritated employment with the
county.

* Test selected payments for unused sick leaveterdae that the employee was paid
an amount equal to % of the pay attributed to toaimulated sick leave earned after
July 1, 1971, based upon the employee's salarage\wat the time of termination.

10. Compliance Requirement:
* Alocal government may establish and administeugh local rule a sick leave fund
into which its employees may contribute a portibtheir accumulated sick leave or
Effective July 1, 2007accumulated vacation leave. (MCA 2-18-618(10))

Suggested Audit Procedure:
» If the county has established a sick leave fubthia a copy of the rules adopted for
the fund, and determine that the fund is being atstared accordingly.

JURY/WITNESS DUTY AND MILITARY LEAVE:

11. Compliance Requirements:
* A county employee who serves on jury duty or se&a witness has two options:
(MCA 2-18-619)

1. Employee’s shall collect all fees and allowangagable as a result of service and
forward to the county accounting office. Juror avithess fees shall be applied
against amounts due the employee from the courig employee is not required
to remit to the county any expense or mileage aloe paid by the court.

REVISION DATE: 4/30/2008
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

JURY/WITNESS DUTY AND MILITARY LEAVE - continued:

11.

Compliance Requirements - continued:
OR
2. The employee may elect to charge juror and \sgrigne off against annual leave.
In this case, he is not required to remit his junowitness fees to the county. The
employee is not required to remit to the county exiyense or mileage allowance
paid by the court.

* A county employee who is a member of the organimétia of Montana or of the
reserve corps or military forces of the United &atind who has been an employee
for a period of at least 6 months, must be givandeof absence with pay accruing at
a rate of 15 working days in a calendar year fofgoming military service. This
military leave may not be charged against the eygas annual vacation time. In
addition, unused military leave must be carriedraoehe next calendar year, but
may not exceed a total of 30 days in any calendar.y(MCA 10-1-1009)

Suggested Audit Procedure

» Through inquiry and observation, determine if anynty employees were absent
during the audit period for jury or witness dutyfor military training. If so, verify
that the county was in compliance with the aboaguses.

SALARIES OF ELECTED OFFICIALS:

12.

Compliance Requirements

Salaries of the County Treasurer, County Clerk andRecorder, Clerk of the District
Court, County Assessor, County Superintendent of $mols, County Sheriff, County
Surveyor (if a salaried position), Justice of the Eace, and County Auditor

(*Note: The provisions of 7-4-2503(4) pertaining to tleeiiaty compensation board do
not apply to a county that has adopted a charter td government or to a charter,
consolidated city-county government.)

* The salaries of the above elected officials mese&tablished by the county
governing body based upon the recommendationeea€tdunty Compensation Board
provided for in MCA 7-4-2503(4). The Compensatigward shall hold hearings
annually for the purpose of reviewing the compensgbaid to county officers for
the succeeding fiscal year. A recommended compiensschedule requires a
majority vote of the Compensation Board, and atléao county commissioners
must be included in the majority. A recommendechgensation schedule may not
reduce the salary of a county officer that wasfiect on May 1, 2001. (MCA 7-4-
2503(4) -*See note abovg.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SALARIES OF ELECTED OFFICIALS - continued:

12. Compliance Requirements - continued

When preparing a compensation schedule for elexiedty officials, the schedule
must take into consideration county variationsluding population, the number of
residents living in unincorporated areas, assegsiedtion, motor vehicle
registrations, building permits, and other factwasidered necessary to reflect the
variations in the workloads and responsibilitiesadinty officials as well as the tax
resources of the county. Other factors that magdnmsidered are the compensations
paid to comparable officials in other Montana caesytother states, state
government, federal government, and private ensgpi(MCA 7-4-2503(4) tSee
note above)

Except as noted below, the annual salary estadlibly the county governing body,
based upon the recommendations of the Compendadiard must be uniform for all
county officers listed above. (MCA 7-4-2503(See note above

Clerk and Recorderlf the clerk and recorder is also the county e
administrator, the clerk and recorder may recaivaddition to the base salary set
forth in the annual salary schedule, up to $2,008a. The additional salary
provided may not be included as salary for the psep of computing the
compensation of any other county officers or emeésy (MCA 7-4-2503(2)(d))

Superintendent of SchoolsAn elected county superintendent of schools must
receive, in addition to the salary set forth in #immual salary schedule, the sum of
$400 a year, except that an elected county supadent of schools who holds a
master of arts degree or a master's degree in golucaith an endorsement in school
administration, from a unit of the Montana univgrsystem or an equivalent
institution may, at the discretion of the countyrecoissioners, receive, in addition to
the salary set forth in the annual salary schedydeop $2,000 a year. (MCA 7-4-
2503(2)(a))

Sheriff- The salary for the county sheriff is the salseyforth in the annual salary
schedule, plus $2,000 per year. In addition, tiegif shall receive a longevity
payment amounting to 1% of the salary set fortthenannual salary schedule for
each year of service with the sheriff's departméfears of service during any year in
which the salary was set at the level of salarhefprior fiscal year may not be
included in any calculation of longevity. (MCA 72603(2)(b) & (c))

(Note: This additional salary amount provided for the dgwsheriff may not be
included in the salary for purposes of computirggebmpensation for undersheriffs
and deputy sheriffs as provided in MCA 7-4-250BICA 7-4-2503(2)(c)) Also see
Compliance Requirement No. 16.)
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12. Compliance Requirements - continued

Treasurer The salary for the county treasure is the saatyorth in the annual
salary schedule, plus up to $2,000 a year. Thigiaddl may not be included as
salary for the purposes of computing the compenisati any other county officers or
employees. (MCA 7-4-2503(2)(e(:ffective July 1, 2007)

On or before August 1, the county governing bdalisy resolution adjust and fix
the salaries of the county officers listed aboweadiding to the annual salary
provided for in 7-4-2503(1) a cost-of-living incrent based upon the schedule
developed and approved by the county compensatiardiprovided for in 7-4-
2503(4). (MCA 7-4-2504 tSee Note above

Justice of the Peacd he board of county commissioners shall set saldoejustices
of the peace by resolution and in conjunction w#kting salaries for other officers.
The salary of the justice of the peace may notbs than the salary for the district
clerk of court in that county. However, if the ¢cbis not open for business full time,
the justice’s salary must be commensurate to th&laad and office hours of the
court. The salary of a justice of the peace mdyeaeduced during the justice’s
term of office. (MCA 3-10-207)

(Note: If the county establishes the justice court aswatmf record, then the salary
of the justice of the peace may not exceed 90%eaEalary of a district court judge
as determined in MCA 3-5-211. (MCA 3-10-101 & 3-207)

Suggested Audit Procedures:

Obtain a copy of the minutes of meetings of ther@p Compensation Board, if
applicable, (See Note above Review to verify that all required factors were
considered in preparing the compensation schedatethat a majority vote was
obtained prior to adoption of the recommended saleed

Determine the final salaries for the above offgiay verifying that on or before
August 1, the county governing body adjusted axeldfithe salaries of the county
officers listed above by resolution, by addingie &nnual salary provided for in 7-4-
2503(1) a cost-of-living increment based upon titeedule developed and approved
by the County Compensation Board.

As part of expenditure testing for personal s@awifpayroll), determine that salaries
paid to the above officials were established iroadance with the statutory
requirements noted above, including the additicoaipensation required for certain
designated officials.
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13. Compliance Requirements:

Salaries of County Commissioners

(Note: MCA 7-4-2107, which is referenced in the complianeguirements below,
does not apply to counties that have adopted dertfarm of government.)

County commissioners shall receive the salarybésted for the clerk and recorder
in MCA 7-4-2503 (see above), plus an additiona0$@, (MCA 7-4-2107(1))

Each board of commissioners may elect to sere part-time rather than a full-time
basis and receive part-time annual salaries baségecannual salary established at 7-
4-2503 for the clerk and recorder. (MCA 7-4-21QY(2

If county commissioners are not on an annual gaareceiving any other
compensation for a day on which they inspect r@adswork on roads, the
commissioners are to receive a daily salary equtdd equivalent of a daily rate for
the salary established in MCA 7-4-2107(2), desdri@leove, and actual expenses.
(MCA 7-14-2126)

Suggested Audit Procedures:

As part of expenditure testing for personal sawifpayroll), determine that salaries
for county commissioners were established in a@urd with the statutory
requirements noted above.

If the county commissioners are paid for road @t$ions, determine that they are
paid a daily salary as discussed above, plus aeqnses, and that they do not
receive an annual salary or any other compensation.

14. Compliance Requirements:

Salary of County Attorney:

Prior to July 1, 2007 In a county with a population in excess of 30,G8e county
attorney's position must be a full-time positiorhe salary is $50,000 per year.
(MCA 7-4-2503(3)(a))

Prior to July 1, 2007- In a county with a population of less than 30,G8e county
commissioners may, with the consent of the coutityrzey, on July 1 of any year by
resolution establish the office of county attorasya full-time position. The salary is
$50,000 per year. (MCA 7-4-2706 and 7-4-2503(3)(b)
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14. Compliance Requirements - continued:

Prior to July 1, 2007- In a county with a population of less than 30,G8e office

of county attorney is a part-time position, unlgssgs been established as a full-time
position as provided above. For a part-time pasjtthe annual base salary is equal
to the salary received for the fiscal year endiumgeJ30, 2001. (MCA 7-4-2503(3)(a))

Effective July 1, 2007- the salary for the county attorney must be ge¢hb county
compensation board and if the uniform base sakirjos county officials pursuant to
7-4-2503(1) is increased, then the county attoreaeytitled to at least the same
increase unless the increase would cause the catiotyey's salary to exceed the
salary of a district court judge.

(Note: The provisions of 7-4-2503(4) pertaining to themywcompensation board do
not apply to a county that has adopted a charter td government or to a charter,
consolidated city-county government. (MCA 7-4-2&0®&d)))

Prior to July 1, 2007— The salary of the county attorney is payablelwaéfrom the
county general fund and one-half from the Stateddtepent of Justice. The State’s
share of the salary, payable every 2 weeks, isgiegdtly to the attorney and does
not flow through the county treasury. If the coguhés not supplied information
concerning any scheduled or proposed increaseiattbrney’s salary to the
Department of Justice in a timely manner, the cpisitesponsible for any increased
salary. (MCA 7-4-2502(2)(a).

Effective July 1, 2007- The funding for the salary and health insurdraeefits for
the county attorney is a shared responsibilityhefgtate and the county. The state's
share must be equal to 50% of 85% of a districttgodge's salary most recently set
under MCA 3-5-211 plus an amount equal to 50% efdmmployer contribution for
group benefits under MCA 2-18-703(2). These gpatements from the Department
of Justice must be made quarterly. (MCA 7-4-25)2(2

(Note: A part-time county attorney’s salary and heaturance benefits are
prorated according to the positions’ regular wookits. (MCA 7-4-2502(3)(b)(ii))

Suggested Audit Procedure:

As part of expenditure testing for personal sawifpayroll), determine that the
salary for the county attorney was establishedaoalance with the statutory
requirements noted above.
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15. Compliance Requirements:

Compensation for Other Officials:

Surveyor- If not receiving a salary under 7-4-2812, the cgwsurveyor may collect
and receive for his own use, for official servick® fees and emoluments prescribed
by law. (MCA 7-4-2501) The county commissionegsthe county surveyor’s fees
by resolution. (MCA 7-4-2821)

Public Administratar May collect and receive for his own use, as dolnpensation
for official services, the fees and emoluments @ibed by law. (MCA 7-4-2501 &
72-15-301) Note: See CNTY-14 for public administrator fees.)

The board of county commissioners may fix the cengation of all county officers
not otherwise fixed by law, and may, in conjunctwith setting salaries for other
officers as provided in MCA 7-4-2504(1), set theataries at the prior fiscal year
level. (MCA 7-4-2502(5))

When two or more county offices are consolidatedeu a single officer, that officer
shall receive as salary an amount to be deternbigede board of county
commissioners. The salary, however, must not beithan 20% higher than the
highest salary provided by law to be paid to arficef whose duties he is required to
perform by reason of such consolidations. Thedbshall, in June of each fourth
year, adopt a resolution fixing the salary of safffcer for the term beginning with
the first Monday in January immediately followirtgetadoption of such resolution.
(MCA 7-4-2312)

Suggested Audit Procedure:

As part of expenditure testing for personal sawifpayroll), determine that the
compensation for county officials not addresse@ampliance Requirements No. 12
through 14 was established and paid in accordaitbetlve statutory requirements
noted above.

SALARIES OF DEPUTIES & ASSISTANTS:

16. Compliance Requirements:

The salary for the deputy or assistant of theofeilhg officers may not be more than
90% of the salary of the officer under whom thewdgmr assistant is serving: clerk
and recorder, clerk of district court, treasureymty attorney, and auditor. The
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16. Compliance Requirements - continued:
salary of the deputy county attorney, includinggewty provided under 7-4-
2503(3)(d) (see below), may not exceed the salfttysocounty attorney under whom
the deputy is serving. (MCA 7-4-2505(2))

» The salaries of deputies and assistants for thetgsuperintendent of schools may
be set at 90% or less of the salary of the coumpgntendent. (MCA 20-3-203)

» After 4 years of service, a deputy county attorisegntitled to a salary increase of
$1,000 on the anniversary date of employment astgemunty attorney. After 5
years of service, the salary will be increasedrbadditional $1,500 on the
anniversary date of employment. After completingeérs of service and for each
additional year of service up to completion of 1i¢h year of service, there will be
an additional annual increase in salary of $500CA 7-4-2503(3)(c)(ii))

* The undersheriff's salary must be 95% of the galfthe sheriff. The deputy's salary
will be established as a percentage of the salattyeosheriff based on the population
of the county, as follows: (MCA 7-4-2508)

below 15,000 85% to 90%
15,000 to 29,999 76% to 90%
30,000 to 74,999 74% to 90%
75,000 and over 72% to 90%

* The longevity payments for a sheriff provided it 7-4-2503(2)(c) (See
Compliance Requirements Number 12 and 16 above)ar® be included in the
base salary used to compute the compensation éarsimeriffs and deputy sheriffs.
(MCA 7-4-2503(2)(c))

* A deputy sheriff or undersheriff is entitled t@eéve a longevity payment amounting
to 1% of the minimum base annual salary for ean géservice with the office, but
years of service during any year in which the sakas set at the same level as the
salary of the prior fiscal year may not be includtethe calculation of longevity
increases. This payment shall be made in equathtyoinstallments. (MCA 7-4-
2510)

Suggested Audit Procedure:

* As part of expenditure testing for personal sa&awi(payroll), determine that salaries
for deputies and assistants were established or@acce with the statutory
requirements noted above.
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SALARIES OF DEPUTIES & ASSISTANTS - continued:

17. Compliance Requirements

* A deputy sheriff who is injured in the performarafeéhe deputy sheriff's duties and
who requires treatment for injuries that renderdbputy sheriff unable to perform
the deputy sheriff's duties must be paid by thentpthe difference between the
deputy sheriff's net salary, following adjustmefiotsincome taxes and pension
contributions, and the amount received from workesmpensation until the
disability has ceased, as determined by workemspemsation, or for a period not to
exceed 1 year, whichever occurs first. (MCA 7-32-2)

* Whenever, in the opinion of the county and supgablly a health care provider's
opinion, the deputy sheriff is able to perform sfied types of light duty, payment of
the officer's partial salary amount under 7-32-2f&t be discontinued if the deputy
sheriff refuses to perform light duty when it isadable and offered to the deputy
sheriff. For this purpose, the deputy sheriff rhaytransferred to another department
or agency within the county. (MCA 7-32-2114)

*  When a member of the Sheriff's Retirement Syst8RS) receives compensation
from both the member's employer and the workerspemsation program under the
provisions of 7-32-2113, the member's compensaépaorted to the SRS by the
employer is the same as if the member was in aséwace, and the member and
employer contributions for the SRS must be caledand paid on that total
compensation. (MCA 19-7-410)

Suggested Audit Procedure

* Through inquiry and observation, determine if @munty had any injured deputy
sheriffs on disability leave. If so, determin¢h& County was in compliance with the
procedures and payments discussed above.

COURT REPORTERS:

18. Compliance Requirements
* A district court judge may appoint a court reppiteone of the following three ways:
(MCA 3-5-601(2))

1. The court reporter may be appointed as a stapogee foregoingranscription
fees. The reporter is subject to classificatiod @mmpensation as determined by
the judicial branch personnel plan adopted undeAN3€1-130, and must receive
state employee benefits and expenses as providater2, chapter 18. The state
shall provide all equipment and supplies for thgoréer's use. Any transcription
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18. Compliance Requirements - continued

fees paid for the reporter’s services must be foiea to the Montana
Department of Revenue for deposit in the state igéfend. (MCA 3-5-601)

2. The court reporter may be appointed as a stapdogee retainingranscription

fees. The reporter is subject to classificatiod @mmpensation as determined by
the judicial branch personnel plan adopted undeAN3€1-130, and must receive
state employee benefits and expenses as providadear2, chapter 18, MCA.
The state shall provide equipment and suppliethimreporter’s use, except that

the reporter shall provide and maintain all equiptvead supplies for
performance of transcription duties unless the ntepaises state-owned
equipment under a shared arrangement. A repodgmuot receive overtime for
time spent on preparation of transcripts for whish reporter retains fees. The
reporter shall retain all transcription fees paidthe reporter's transcription
services. (MCA 3-5-601(3) & (4)(b)).

3. The court reporter may be appointed as an inukgre contractor, and must
contract with the judicial branch as such. Therggy shall provide and maintain
the reporter’s necessary equipment and suppliesnrall transcription fees paid
for the reporter’s transcript preparation serviegs] maintain professional
liability insurance and workers’ compensation cager. In judicial districts
comprising more than one county, the reporterlaiadd actual and necessary
travel expenses as provided in MCA 2-18-501 thraa@®, when on official
business to a county of the reporter's judiciaridisother than the county in

which the reporter resides. The reporter’'s comgigmrs and travel expenses shall

be paid by the state-funded district court progrdMCA 3-5-601 & 3-5-602)

Court reporters who are employed by the countywre 30, 2002, and who are
transferred to state employment by the provisidid©A 3-5-601(2)(a) & (b),
become state employees on July 1, 2002. The mpody elect to become a
member of the state employee benefit plan on JuRpQ@2, or remain on the
employee's county benefit plan through the remainflthe plan year in effect on

June 30, 2002. If the reporter elects to remaithercounty benefit plan, the monthly

state contribution toward insurance benefits maedrénsferred to the county benefit
plan. The employee must pay any benefit costgdess of the state contribution.
Accumulated sick and vacation leave and yearsrofcewith a county become an
obligation of the state as of July 1, 2002, but kedyility for accumulated
compensatory time are not transferred to the stadleremains an obligation of the
county that employed the employee prior to thesiem (Section 57, Ch. 585, L.
2001)
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COURT REPORTERS - continued:

Suggested Audit Procedure:

As part of expenditure testing for personal sawifpayroll), determine that salaries
(or contract compensation), benefits, and othemadl compensation for the court
reporter(s) were established and paid in accordaitbethe statutory requirements
noted above, and as required by the particulano@s outlined above under which
the court reporter is providing the required seFsic

OVERTIME:

19. Compliance Requirements:

Generally, an employer may not employ any empldgea workweek longer than

40 hours unless the employee receives compendatie@mployment in excess of 40
hours in a workweek at a rate of not less thantihiés the hourly wage rate at which
the employee is employed. (MCA 39-3-405)

(Note: This provision generally agrees to the overtimavsions of the Federal Fair
Labor Standards Act (FLSA), which covers virtualylocal government employees.
(29 CFR8553.3) Elected officials and their appointeesexempt from the FLSA.
(29 CFR8553.10) In addition, there are partial exemptifsom overtime
requirements of the FLSA for fire protection, lamf@cement, and hospital
employees (see discussions below) (29 GbR3.32(b)))

The overtime provisions of MCA 39-3-405 do not lgpgp the following: (MCA 39-

3-406):

1. Anindividual employed in a bona fide executi@dministrative, or professional
capacity, as these terms are defined in Adminigsgd&ules of Montana
24.16.201 through 24.16.209\dte: These Administrative Rules (ARMS) can
be accessed through the Secretary of State’s wggbaihttp://sos.mt.govér the
direct link ishttp://arm.sos.mt.goy. (MCA 39-3-406(1)(j))

2. A sheriff's office or department of public safehay establish a work period
other than the workweek provided in 39-3-405 0272311, for determining
when an employee may be paid overtime. (MCA 7-492&0d 7-32-115)

(Note: MCA 7-32-2111 states that any person employeal geputy sheriff of a
first- or second-class county shall not be foraedork in excess of 40 hours per
week except in case of an emergency and shalltitkedrio 2 days off in each 7-
day period.)

The aggregate of all work periods in a year mayaxoteed 2,080 hours. (MCA
7-4-2509)
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OVERTIME - continued:

19. Compliance Requirements - continued:
The board of county commissioners may by resolustablish that any
undersheriff, deputy sheriff, or public safety depeent employee who works in
excess of his regularly scheduled work period lagllcompensated for the hours
worked in excess of the work period at a rate tddtermined by that board of
county commissioners. (MCA 7-4-2509)

However, the Federal Fair Labor Standards Act (FL&#&uires that law
enforcement employees must be paid overtime fokwoexcess of 171 hours in
a 28-day work period. In the case of such empleyd® have work period of at
least 7 but less than 28 consecutive days, ovedongensation is required when
the ratio of the number of hours worked to the nendf days in the work period
exceeds the ratio of 171 hours to 28 days (i.€l,iblrs + 28 days = 6.1). A
county employee engaged in law enforcement aasiif the county employs
less than five employees in law enforcement a@wjtis completely exempt from
the overtime provisions of the FLSA. (29 CBB53.20) (Note: “employee in
law enforcement activities” is defined in detaild@ CFR8553.211 & .212)

3. A county employee who is working under a workigetnot exceeding 40 hours
in a 7-day period established either through actile bargaining agreement
when a collective bargaining unit represents thpleyee or by mutual
agreement of the employer and employee when aibargainit is not
recognized. Employment in excess of 40 hoursirday, 40-hour work period
must be compensated at a rate of not less thatihé4he hourly wage rate for
the employee. (MCA 39-3-406(2)(0))

4. An employee of a hospital or other establishnpeimarily engaged in the care of
the sick, disabled, aged, or mentally ill or deflexivho is working under a work
period not exceeding 80 hours in a 14-day peritabéished through either a
collective bargaining agreement when a collecti&eghining unit represents the
employee or by mutual agreement of the employereamgloyee when a
bargaining unit is not recognized. Employmentiness of 8 hours a day or 80
hours in a 14-day period must be compensated faraie of not less than 1 %
times the hourly wage rate for the employee. (MQA33406(2)(p))

5. A firefighter who is working under a work periedtablished in a collective
bargaining agreement entered into between a pabigoyer and a firefighters'
organization or its exclusive representative. (M&RA3-406(2)(q)) However, the
FLSA requires that fire protection employees msphid overtime for work in
excess of 212 hours in a 28-day work period. éndise of such employees who
have work period of at least 7 but less than 2&eoutive days, overtime
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OVERTIME - continued:

19. Compliance Requirements - continued:

compensation is required when the ratio of the remob hours worked to the
number of days in the work period exceeds the @ftRil2 hours to 28 days (i.e.,
212 hours + 28 days = 7.6). A county employee gadan fire protection
activities, if the county employs less than fivepdoyees in fire protection
activities, is completely exempt from the overtiprevisions of the FLSA. (29
CFR 8553.201) Note: “employee in fire protection activities” is dedid in

detail in 29 CFR 8553.210 & .211)

6. A county employee employed, at the employeet®opon an occasional or
sporadic basis in a capacity other than the empleyegular occupation. Only
the hours that the employee was employed in a dgpber than the employee's
regular occupation may be excluded from the calmriaof hours to determine
overtime compensation. (MCA 39-3-406(2)(x))

Local government employees who are covered b¥t8A may reach agreement
with their employers to receive compensatory timkdu of cash overtime.
Compensatory time in lieu of cash must be at tteeafinot less than 1 ¥z hours of
compensatory time for each hour of overtime worké&f CFR8553.20; AGO #58,
Vol. 41)

(Note: State and federal law do not require the locaegament to make the accrual or
use of compensatory time available to “exempt” eygés (i.e., individuals employed
in a bona fide executive, administrative, or prefesal capacity as discussed above).
However, the local government may establish a paligpermitting compensatory time
to be earned by “exempt employees” on an “houfost” basis for time in a pay status
in excess of 40 hours in a workweek. Accrued tinag be taken as approved time off
at a later date.)

1. As a condition for use of compensatory timden bf overtime payment in cash,
an agreement or understanding must be reachedtptioe performance of work.
A copy of this agreement or understanding shoulkldp on file, or if not in
writing, a record of its existence should be kg9 CFR8553.23(a) & .50)

2. Generally, no more than 240 hours of compengditoe may be accrued. This
240 hour limit is based on 160 hours actual ovextmorked. Any additional
overtime hours worked over this limit must be paidash overtime. (29 CFR
§553.21 & .22)

3. However, for those employees engaged in pubfetyg activities (i.e., law
enforcement and fire fighting), emergency resp@uiiities or seasonal
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OVERTIME - continued:

19. Compliance Requirements - continued:

activities, no more than 480 hours of compensaiarg may be accrued. The
480 hour limit is based on 320 hours actual ovextmorked. Any additional
overtime hours worked over this limit must be paid¢ash overtime. (29 CFR
§553.24)

4. Any employee who has accrued compensatory tideeguested use of it must
be permitted to use such time off within a reastapbriod after making the
request, if such use does not unduly disrupt coapgrations. An employee
must not be coerced to accept more compensatoeyttiem an employer can
realistically expect to be able to grant. (29 G3853.25)

5. Upon termination of employment, an employee rbegpaid for unused
compensatory time at a rate not less than the geesgyular rate received by the
employee during the last 3 years of employmentheifinal regular rate received
by the employee, whichever is higher. (29 (&9%3.21 & .27)

6. The county should keep a record of compensaitme/ earned each workweek,
compensatory time used each workweek, and the nuohlbeurs of
compensatory time compensated in cash and theatotalint and date paid, for
each employee subject to compensatory time prowssi@¢29 CFR8553.50)

Suggested Audit Procedures:

As part of payroll testing, determine if any enyaes worked in excess of 40 hours
in a workweek during the audit period. If so, )ethat either cash overtime at the
rate of 1 % times the employee’s regular rate vead @r that compensatory time was
accrued for that employee.

(Note to Auditor: For additional information regarding the FLSA slee U.S.
Department of Labor’'s Web site latp://www.dol.gov/esa/whd/flsa)

Verify that employees that work within one of #eception activities above and that
work over the specified number of hours in a woekiqd either (1) receive overtime
pay at the rate of 1 %2 times the employee’s regalaror (2) accrue compensatory
time at the rate of 1 % hours for each overtimer hourked. Exception: An
individual employed in a bona fide executive, adstmative, or professional capacity
may receive compensatory time on an “hour-for-hdasis for time in a pay status in
excess of 40 hours in a workweek if the local gowsnt provides for such a policy.
Accrued compensatory time may be taken as apptovecff at a later date.)

Verify that the county maintains the necessarpmx for compensatory time. Based
on a review of these records, verify that compemrgdtme is not accrued in excess
of the limitations noted above. If compensatonydiaccrued exceeds these
limitations, verify that the excess amount is paidash.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

GROUP INSURANCE

20. Compliance Requirements:

Upon approval by two-thirds vote of officers amdpoyees, the county shall enter
into group hospitalization, medical, health, inchgllong-term disability, accident or
group life insurance contracts or plans for thedfieof the officers and employees
and their dependents. (MCA 2-18-702(1)(a))

(Note: For purposes of this compliance requirement, apl@yee includes a
permanent full-time employee; a permanent part-tm@loyee who is regularly
scheduled to work 20 hours or more a week; a sehfdhtime employee who is
regularly scheduled to work 6 months or more a peavho works for a continuous
period of more than 6 months a year although rpilegly scheduled to do so; a
seasonal part-time employee who is regularly sdieeldio work 20 hours or more a
week for 6 months or more a year or who works 20 ior more a week for a
continuous period of more than 6 months a yeaoatih not regularly scheduled to
do so; elected officials; a temporary full-time dayge who is regularly scheduled to
work more than 6 months a year, who works for ginaous period of more than 6
months a year although not regularly scheduledtsead or whose temporary status is
defined through collective bargaining; and a terapppart-time employee who is
regularly scheduled to work 20 hours or more a wieeké months or more a year,
who works 20 hours or more a week for a continymrgod of more than 6 months a
year although not regularly scheduled to do seyloyse temporary status is defined
through collective bargaining. (MCA 2-18-701))

The board of county commissioners may, at itsrdigan, consider the employees of
a private, nonprofit economic development orgamzeto be employees of the
county solely for the purpose of participation igraup hospitalization, medical,
health, including long-term disability, accident,gvoup life insurance contracts or
plans. The board may require such an employeeganaation to pay the actual cost
of coverage or may, at its discretion and subetrty restriction on who may be a
member of a group, pay all or part of the costaMerage of the employee of the
organization. The board of county commissionera tfird, fourth, fifth, sixth, or
seventh class county may, at its discretion, exemgloyees of a county hospital or
county rest home from participation in group haaption, medical, health,
including long-term disability, accident, or groliffe insurance contracts or plans.
(MCA 2-18-702(1)(b) & (1)(c))

The county’s premium contributions may exceedrbay not be less than $10 a
month. (MCA 2-18-703(3))
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

GROUP INSURANCE - continued:

20. Compliance Requirements - continued:

An increase in the county’s property tax levypoemium contributions beyond the
amount of contributions in effect at the beginnaighe last fiscal year is not subject
to the mill levy calculation limitation providedrfan MCA 15-10-420, although a
public hearing must be held regarding any propaseases as required by 2-9-
212(2)(b). (MCA 2-18-703(3) & 2-9-212)

Unused employer contributions for any employee bmayransferred to an account
established for this purpose by a self-insured gowent and upon transfer may be
used to offset losses occurring to the group otWiihe employee is eligible or to
increase the reserves of the group. (MCA 2-185)0)3(

Group insurance plans are not prohibited from jliag greater or additional
contributions for insurance benefits to employeéh dependents than to employees
with no or fewer dependents. (MCA 2-18-702(1)(a2-&8-703(6))

A board of county commissioners, in the exercisésaeneral authority to manage
the business of the county and to set compensttiats employees, may offer
payment to county employees in lieu of an emplayeerticipation in a group health
insurance plan. (AGO #11, Vol. 51)

(Note: Although MCA 2-18-703(2) prohibitsstate employee from receiving
payment in lieu of participation in a state-spoeslogroup benefit plan, there is no
similar prohibition for local government employges.

AGO #54, Vol. 37, held that a city may not contitido to individual employees'
insurance plans but must contribute to a city gnosprance plan. Although this
AGO is specific to cities, it appears that it woaldo be applicable to counties.

Suggested Audit Procedures:

If a county has entered into a group insurance faaits employees, determine that
only eligible employees, as defined above, arenadtbto participate in the plan.

Verify that the county’s premium contribution teetplan is at least $10 a month per
employee.

If there has been an increase in the county’seotgpax levy for premium
contributions beyond the amount of contributiongfilect at the beginning of the last
fiscal year, which is not subject to the mill leuyitation provided for in 15-10-420,
determine that a public hearing was held regardmgproposed increases.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION (VEBA)

21.

Compliance Requirements:

(Note: The VEBA, which is centrally administered by tdentana Department of
Administration, provides members with individuablté care expense trust accounts to
pay qualified health care expenses of memberg, dependents, and their beneficiaries.
Under the plan, employer contributions, investnearhings, and payments for qualified
health care expenses are tax-exempt. A local gavent, however, is not prohibited
from establishing a similar program as an alteweadir in addition to participation in the
State VEBA plan discussed here. For more inforomatin VEBA see:
http://www.montanaveba.org/

As either initiated by the local government (tloatracting employer), or at the
request of at least 25% of its employees, the Igogernment may hold an election to
determine whether all the employees, or a specgtedp of employees, will form an
association for the purpose of participating inphen. If a majority of employees
vote to form an association, all current and subsetiy-hired employees must
become plan members. The local government shigt @rto a contract with the
Department of Administration, and shall operateabgociation in a manner
prescribed by that Department. (MCA 2-18-1310)

In a manner prescribed by the Department, a lgoaérnment shall provide for a
plan member to annually designate how many holasy, of the member’s sick
leave will be automatically converted to an emptay@ntribution to the member’s
account each pay period. A member may annuallyemonly sick leave hours in
excess of 240 hours, and no more than the maxinrastipbed by the local
government. (MCA 2-18-1311(1) & (2)(a))

When the member’s employment is terminated, thebe’s entire unused sick
leave balance must be automatically converted tenaployer contribution to the
member’s account, and may not be paid as a lumpusuler MCA 2-18-618(6) (See
Compliance Requirement No. 8, above). (MCA 2-18142)(b))

The amount of the employer contribution for hotwaverted must be equal to ¥4 of
the accumulated sick leave, and must be computékdeobasis of the employee’s
salary or wage at the time of the conversion. Aner may not later receive, as sick
leave credit or as a lump-sum payment, amountgibated to the member’s account
pursuant to 2-18-1311. (MCA 2-18-1311 (3))
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION (VEBA) - continued:

Suggested Audit Procedures:

Through inquiry, determine whether the county’ ptayees, or specified group of
employees, voted to become members of the “VolyrEanployees’ Beneficiary
Association (VEBA)” administered by the DepartmehAdministration. If so,
obtain and review a copy of the contract with thep&rtment.

Verify that all employees, or all members of thedfied group of employees, are
members of the plan; and that they have, in a mgmescribed by the Department,
designated annually how many hours, if any, of eaelmber’s sick leave will be
automatically converted to an employer contributothe member’s account each
pay period.

Determine that each member annually converts siokyleave hours in excess of 240
hours, and no more than the maximum prescribetidjocal government.

Determine that when the member’s employment miteated, the member’s entire
unused sick leave balance is automatically congdéden employer contribution to
the member’s account, and that it is not paid lasng sum

Verify that contributions are calculated correcind that members do not later
receive sick leave credits or lump-sum paymentsfoounts contributed.

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS:

State and Federal Tax Withholdings:

22. Compliance Requirements:

(Note: Compliance Requirements for State tax withholdjoglelines are from
“Employer’s Tax Guide™ produced by the Montana Bement of Revenue. See
“Publication 15, Circular E, Employer’s Tax Guidetoduced by the Internal Revenue
Service for Federal tax withholding guidelinesJKe web link for the “Employer’s Tax
Guide” is http://mt.gov/revenue/formsandresources/forms/Eggite_Tax_Guide.pdf

The amount of state and federal taxes withhelohfam employee’s wages is based on
the marital status and withholding allowances iatkd on the employee’s federal
Form W-4. An employee can have a separate W-dtéde purposes, and may elect
to have a different number of allowances for fetena state purposes. If line 5 of
the Form W-4 is left blank, the employee is deenoeole claiming zero withholding
allowances. Withholdings may not be based onedfiollar amount or percentage,
although the employee may specify an additiattdlar amount to be withheld.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin ued:
State and Federal Tax Withholdings - continued:

22. Compliance Requirements - continued:

* Although an employee may claim exemption from fati@mcome tax withholding,
there is no such provision for exemption from Mow@iatate income tax withholding.
If a federal exemption is claimed, wages for thapyee are still subject to Social

Security and Medicare taxes.

* The local government is required to remit its Walding payments to the State on a
schedule (quarterly, monthly, or accelerated) detezd by the State. The most

common remittance schedules are quarterly or mpnthl

» Salaries and wages of elected county officialssatgect to State income tax

withholding.

Payments to employees that are suttject to State income tax withholding include:

1. Employee business expense reimbursements, ga$osach reimbursement is

entered separately in the county’s records anetissslocumentation that the
expenses were incurred while conducting businBssmbursements must be
based upon actual, receipted expenses, or on loeéging and mileage amounts
allowed to State employees.

Employer payments or contributions for emplolgerefit group plans, such as
retirement, sickness or accident disability, medicaspitalization or death.

Employee contributions to qualifying annuity tracts, such as annuity plans or
deferred compensation plans.

Employee contributions to flexible spending aods for medical and/or
dependent care and health, dental and/or visiarrangse premiums that exceed
the employer’s contribution.

(Note: Technically, these employee “contributions” aceually payments
deducted from an employee’s gross pay for cafetakia Section 125) plans.
Typically, the payroll records will show “gross wesj, “Medicare wages”,
“Social Security wages”, etc. to show the amourapgdlicable wages to which
the tax rate is applied.)

Suggested Audit Procedures:

As a part of payroll testing, verify that theraisurrent W-4 form on file for each
selected employee.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin _ued:

State and Federal Tax Withholdings - continued:

Suggested Audit Procedures - continued:

For selected individuals, verify that paymentb@itare, or are not, subject to
withholding as described above.

If considered necessary, verify that withholdifgsselected individuals agree to
withholdings in the State Withholding Tax Tableatthoincide with the marital status
and allowances designated on the individual’'s Farm.

If deemed necessary, test federal withholdingséonpliance with Federal laws and
regulations as specified in “Publication 15, CiesuE, Employer’'s Tax Guide”.

State Unemployment Insurance:

23. Compliance Requirements:

(Note: Compliance Requirements are from “Montana Unemplayninsurance
Employer Handbook” produced by the Montana DepantroéLabor and Industry”) A
copy of the handbook may be obtained on the web at
http://uid.dli.mt.gov/TAX/handbook/handbookcovepas

All local governments must be covered by Statenpieyment insurance(Note:
Local governments are exempt from Federal unemployent insurance.)
Unemployment insurance contributions are paid leyetmployer, and no part of the
contributions may be withheld from an employee’g@s Local governments may
choose coverage either as a “reimbursable emplpgerhay choose to make tax
payments based on the “governmental experiencesygéem where their tax rate is
applied to total wages. Whatever option is eledteel local government must also
pay a 0.05% (.0005) Administrative Fund Tax onltatages paid each quarter.
(MCA 39-51-1103, & 404)

1. Reimbursable Employer — the local governmenrgggiired to submit quarterly
wage reports on total wages paid each quarter.Midrgana Department of
Labor and Industry then notifies the local governtmaonthly of the benefits
charged to the local government’s account. Thbaeges may be paid monthly
or the entire quarterly charges may be paid withirty days following the end of
the quarter.

2. Experience Rating System — The local governmerggaired to pay taxes, at a
rate calculated by the State, on the wages of eanglioyee up to and including
the taxable wage base for that year. The taxabtgewase is listed in the upper
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin _ued:

State Unemployment Insurance - continued:

23. Compliance Requirements - continued:

left hand corner of the quarterly report form. Tarable wage base for calendar
year 2001 was, $18,200; 2002 was $18,900; 200312.500; 2004 was
$20,300; 2005 was $21,000; 2006 was $21,600 208722,700, and 2008 is
$23,800. Once the individual employee’s wageshr¢lae taxable wage base for
the year, the employee’s quarterly wages arersplbrted, but taxes are no longer
paid on them.

The following_areconsidered to be wages for purposes of unemploymsuatance:

1.

2.

Holiday pay, vacation pay, sick leave paymenisrtime cash payments,
severance or continuation pay, and back pay.

Payments deducted from an employee’s grossqgrasafeteria plans, deferred
compensation plans, and sickness, disability, nadichospital insurance plans.

Also, state and federal income tax withholdings social security taxes do not
reduce reportable wages.
(MCA 39-51-201)

The following are notonsidered to be wages for purposes of unemploymen
insurance:

1.

3.
M

Contributions made by the employer for retiremsitkness or accident
disability, medical, hospitalization or death enyge benefit plans, if employees
may not elect to receive cash instead of coverddee plan must be one
established for all employees or for a specifisslaf employees. Employer
contributions for all other employee benefit plans reportable as wages.
Payments made to reimburse an employee for éssiExpenses, if certain rules
are followed. Each reimbursement must be entexpdrately in the employer’s
records, and there must be documentation thatgbense was incurred while
conducting business. The reimbursement must bedhgson actual, receipted
expenses, or upon the per-diem and mileage amaliotged to State employees.
Salaries and wages of elected public officials.

CA 39-51-201(24)(b))

Suggested Audit Procedure:

Review selected quarterly unemployment payrolbrepto verify that all wages, as
defined above, are included. Also, verify that &yer contributions for employee
benefit plans described above, employee busingsnsee reimbursements, and

salaries and wages of elected public officialsrereincluded in the payroll reports.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin ued:
Workers’ Compensation:

24. Compliance Requirements:

» The Workers’ Compensation Act of Montana, withited exceptions, requires all
employers to cover their full-time, part-time, saaal, or occasional employees with
workers’ compensation insurance. All workers’ camgation insurance premiums
are to be paid by the employer. Employers maydeduct any part of the premiums
from employees’ pay. (MCA 39-71-406)

* An employer has three options for coverage: Rlaself insured, Plan 2 — private
insurance companies, and Plan 3 — Montana Stat FLime premium that an
employer pays is based on a percentage of the gagdbpayroll, which is in turn
based on a class code rate and an experience ocabidifi factor. The payment
schedule is spelled out in the individual emplog@n'surance policy. (Title 39,
Chapter 71, Parts 21, 22 & 23)

» All elected and appointed paid public officers eoasidered to be employees for
purposes of workers’ compensation coverage. (M@A B-118(1)(a)) An enrolled
member of a volunteer fire department of a 2ndsctaty, or a person who provides
ambulance services for a local government is atesidered to be an employee for
this purpose. (MCA 39-71-118(1)(h))

» Generally, a volunteer is not considered to beraployee for purposes of workers’
compensation coverage. (MCA 39-71-118(2)(c))

* However, a volunteer firefighter who is an enrdlend active member of a fire
company organized and funded by a county, ,maathe discretion of the county
commissioners, be considered an employee for thizgse. (MCA 39-71-118(4) &

(7))

» Each law enforcement agency that utilizes reserapecial services officers shall
provide full workers’ compensation coverage while officers are providing actual
service for a law enforcement agency. (MCA 7-33)20

(Note: For example, members of a recognized searchemudie unit are auxiliary
officers and must be provided full workers' comizs coverage when engaged in
a search, training, or testing operation called upkrvised by the Sheriff. AGO #97,
Vol. 42)

Suggested Audit Procedures:
* As part of payroll testing, verify that no parttbé employer’s insurance premium is
paid through employee payroll deductions.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin _ued:

Workers’ Compensation - continued:

Verify that all employees, including elected apgainted county officials, are
covered by workers’ compensation insurance. Vetli§p that any volunteer
firefighters or reserve officers with the countyesfi’s office are covered by
workers’ compensation insurance if they meet thterta discussed above.

Social Security and Medicare:

25. Compliance Requirements:

(See below for historical background and additionatetail.)

Local government employees are covered by Soe@li®y and Medicare in one of

two ways.

a. Through a federal-state agreement called ad®e21i8 agreement (authorized
under Section 218 of the Social Security Act). Sdagreements should specify
the Social Security and Medicare coverage for lgogkernment employees.
Employees covered for social security under a 8e@iL8 agreement are
automatically covered for Medicare. There may &uwsions for certain groups
of employees.

b. Under the Mandatory provisions of federal las/nated below:
|. Employees hired (or rehired) after March 3186,9must have mandatory

Medicare coverage unless the law specifically edetuthem.

Il. A local government employee hired on or befbtarch 31, 1986, and whose
employment relationship with the local governmesd hot been terminated,
is exempt from Medicare and Social Security taxiss-is known as the
“continuing employment exception”. Effective July1991, this exception is
available only to employees who participate in bljguretirement system.
(Entities may voluntarily extend Medicare coveragéhese employees under
a Section 218 Agreement.)

[l Current law requires local government employaescovered by a Section
218 agreement or a public retirement system toolered by Social Security
and Medicare, unless the law specifically exclutiesn.

The employer and employee tax rates for Sociali®gare both 6.2% (12.4% total).
The employer and employee tax rates for Medicagdath 1.45% (2.9% total). The
wage base limit (i.e., the maximum wage that igesitio tax) for Social Security
changes periodically. For 2003, the limit was $80, and for 2004, the limit is
$87,900; for 2005 the limit was $90,000; and fod@@he limit was $94,200; for
2007 the limit was $97,500; and for 2008 the limdts $102,000. There is no wage
base limit for Medicare. Also, payments deductedifan employee’s gross pay for
cafeteria plans (aka, Section 125 plans) are rigesuto social security and
Medicare withholdings.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin _ued:

Social Security and Medicare - continued:

Suggested Audit Procedures:

Determine whether the local government entityoigeted by a Section 218
agreement.

If it is, obtain and review a copy of the Sectki8 agreement.

As part of payroll testing, determine that empkgeverage for Social Security and
Medicare is in accordance with the entity’'s Sec2a8 agreement.

Determine whether the local government entityoigeted by a Section 218
agreement. If so, obtain and review a copy ofS&etion 218 agreement. As part of
payroll testing, determine that employee coverageébcial Security and Medicare is
in accordance with the entity’s Section 218 agregme

If the entity is not covered by a Section 218 agrent, determine whether the entity
is a participant in a public retirement system (BERIf not, verify that the entity is
providing mandatory Social Security and Medicareetage. (If the entity isin a
PERS, they may also optionally provide Social S&égand Medicare coverage.)

» If the entity is a participant in a PERS, verifyat the entity is providing Medicare
coverage to its employees that were hired aftel/86

» If the entity is a participant in a PERS, deterenivhether employees hired prior
to 4/1/86 are covered by a Section 218 Agreemexttovides Medicare-only
coverage. If so, determine that the entity is hog Medicare-only coverage for
those employees.

* If employees hired prior to 4/1/86 are not covedrga Section 218
Agreement that provides Medicare-only coveragesrd@ne whether the
Medicare Continuing Employment Exception appliéfighis Exception
doesn’t apply, verify that the entity is providiMgedicare-only coverage for
those employees. (If the Exception does applyeretis no requirement that
the entity provide Social Security or Medicare aage for employees hired
prior to 4/1/86.)

For employees covered by social security and/adibéee under either a Section 218
agreement or mandatory federal laws and regulattessto determine that employee
withholdings and employer contributions are in adeoace with applicable federal
laws and regulations. For selected individuals sehwages exceed the social

REVISION DATE: 4/30/2008



PROGRAM/SUBJECT:

Counties — Payroll and
Employee Benefits

REF: CNTY-7

PAGE: 36 of 40

COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin _ued:

Social Security and Medicare - continued:

Suggested Audit Procedures - continued:

security wage base limit, verify that no socialggy tax was withheld for the
portion of the wages that exceeded the wage base |Also, verify that Medicare
tax waswithheld on the portion of the wages that excedtledsocial security wage
base limit.

If a local government has recently consolidateslify that a new Section 218
agreement has been obtained, if necessary. TheeS&taial Security Administrator
should be contacted for this information. (Sec2d8 agreements of the two “pre-
consolidation” entities may no longer be applicabléhe consolidated government.)

SOCIAL SECURITY AND MEDICARE TAXES —HISTORICAL BACK GROUND

& ADDITIONAL INFORMATION

When the Social Security Act was enacted in 19856]ic employees were not
eligible for social security coverage. In 1950 Cas3 created Section 218 of the
Social Security Act, which allows states to entgo ivoluntary agreements for social
security coverage with the Social Security Admnaigon. After a state has an
agreement in place, it can then enter into volyndgreements with political
subdivisions within their state.

A Section 218 Agreement is a written agreemenimalrily entered into between a
state and the Social Security Administration, tovte social security and Medicare
or Medicare-only coverage to employees of statéaardcal governments. Local
government employees covered under the Agreemepttha same coverage and
benefit rights as employees in the private seétistates have a Section 218
Agreement, but the extent of coverage varies.

Section 218 Agreements are permanent and cannetrngated.

Effective February 2008, the Local Government 8es/Bureau of the Montana
Department of Administration is the official St&ecial Security Administrator for
administering the State’s Section 218 Agreemefitse (Title 19, Chapter 1, Part 1,
MCA.)

In Montana, for a local government to have thetiSe@18 Agreement approved, a
referendum must be held and the majority (over 5684l eligible employees within
the local government (or group) requesting the Agrent, must vote to approve the
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYROLL WITHHOLDINGS AND EMPLOYER PAYMENTS - contin ued:
Social Security and Medicare - continued:

SOCIAL SECURITY AND MEDICARE TAXES —HISTORICAL BACK GROUND
& ADDITIONAL INFORMATION - continued
Agreement. If an eligible employee chooses nobte for the Agreement, it is
considered a ‘no’ vote. Once the local governnimastconsensus from its eligible
employees, then the Agreement is sent to the S8eialrity Administrator for
review and signature. Once reviewed and signedAtreement is forwarded to the
Governor for approval.

» If alocal government consolidates (i.e., a citthva county or an elementary school
with a high school) the entity may need to obtamea Section 218 Agreement.

(Note: More detailed information on Social Security andditare coverage for local
government employees can be obtained from thevailg:

Social Security Administration State Social SeguAtiministrator

10 West 15th Street, Suite 1600 Department of Adstration

Helena, MT 59626 Local Government Services Bureau
301 South Park Avenue — Room 340

Internal Revenue Service PO Box 200547

10 West 15th Street, Suite 2300 Helena, MT 59620

Helena, MT 59626 (406) 841-2909

A flowchart for determining Social Security and Nizate coverage for state and
local government employees can be foundhdtp://www.ssa.gov/slge/

This flowchart also contains a link to tBete and Local Coverage Handbook that is
a recommended source of information.

Section 218 agreements for a particular local gowent should be on file with the
local government. In addition, a copy should bailable from the State Social
Security Administrator. As noted above, the Ldéavernment Services Bureau of
the Department of Administration acts as Montaisate Social Security
Administrator.

FEDERAL INFORMATION RETURNS:

26. Compliance Requirement:
* The entity must report on a Federal InformatiotuRe Form 1099-MISC, all
payments of $600 or more which the entity makesdua calendar year to anyone,
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

FEDERAL INFORMATION RETURNS - continued:

26. Compliance Requirement - continued:
other than a corporation or tax-exempt organizatigro is not an employee. (U.S.
Internal Revenue Service Codélpte: The following are some examples of
payments to be reported on Form 1099-MISC: (Faraplete list, contact the IRS):
» Professional service fees, such as fees to atteiresgiuding corporations),
accountants, architects, contractors, subcontigatte.
* Payments by attorneys to witnesses or expertgal Bjudication.)

Suggested Audit Procedure:

» As part of expenditure testing, determine thateiigty filed a Form 1099-MISC for
each payee who was not a corporation or tax-exengginization to which the entity
paid $600 or more for contracted services duriggcdiendar year.

IMMIGRATION AND NATURALIZATION SERVICE (INS) FORM 1 -9:

27. Compliance Requirement:

* An employer is responsible for ensuring that a gleted Form 1-9 is retained on file
for all employees hired after November 6, 1986ctifa 1 of the Form is to be
completed and signed by the employee at the tinéref The employer is required
to complete Section 2 by examining evidence oftitleand employment eligibility
within three business days of the date employmegins.

Suggested Audit Procedure
» Verify that the county has a completed Form I-Sitenfor any employee hired after
November 6, 1986.

RECORDKEEPING:

28. Compliance Regquirement:

* OMB Circular A-87 and MCA 39-3-401, require emptoy to keep time and effort
records. In reviewing the School Accounting Mansattion 5-1870 it also suggests
that the following other records be kept, whichrsée be relevant to a county
government:
¢ Monthly payroll recape Monthly Tickler file ¢ Payroll Manual/Notebook
¢ Decedent’s Designation to Receive Warrants

Suggested Audit Procedure
» Determine if time and effort records were kepteagpiired by federal and state laws
and regulations. Also, check to see if other résavere kept as suggested above.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

EMPLOYEE PAY STUB:

29. Compliance Requirement:

All employers in this state when making paymengniaployees for salaries or wages
shall, upon making such payment, give to the enge#@n itemized statement setting
forth moneys deducted because of state and feiderahe taxes, social security, or
any other deductions together with the amount ohekeduction. Where no
deduction is made, the employer shall give to thpleyee a statement that the
payment does not include any such deductions. (N@&-101)

Suggested Audit Procedure

Through inquiry and observation determine if engpk pay stubs include the
information as required by MCA 39-3-301)

NEW HIRE REPORTING:

30. Compliance Requirements:

Federal law states that an “employer” for New Heporting purposes is the same as
for Federal income tax purposes (as defined byi@e8401(d) of the Internal
Revenue Code of 1986) and includes any governmentay or labor organization.

At a minimum, in any case where an employer isireqguo have an employee
complete a W-4 form, the employer must meet the Na& reporting requirements.
(Note: For more information regarding this Federal l@a&:s
http://www.acf.hhs.gov/programs/cse/newhire/empipresate/newhire.htm

and for a listing of state new hire reporting catdasee:
http://www.acf.hhs.gov/programs/cse/newhire/empifpgntacts/nh_matrix.htm -

MT)

The penalty set by Federal law for failing to caypith the New Hire reporting
requirements is set at $25 per newly hired emplojeleowever, there is a
conspiracy between the employer and the employe®neport, the penalty may not
exceed $500.

This law requires every Montana employer to repartinimal amount of information
on each new employee hired or rehired on or aftgola@r 1, 1997. This information
includes:Employer: Name; Address; Federal Employer; and Identification Number
Employee Name; Address; Social Security #; and Date of Hire.

Reports must be submitted within 20 days of thte tf&e employee is hired or
rehired. For more information see the DepartmeriRefenue’s Web site at
http://mt.gov/revenue/formsandresources/forms/nexwdporting. pdf

(MCA 40-5-922)
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NEW HIRE REPORTING - continued:

30. Compliance Requirements - continued:
(For a copy of the Montana Employer’s Guide to Néine Reporting see
http://www.dphhs.mt.gov/csed/relatedtopics/newlodet. pdf

Suggested Audit Procedure

» Determine if the County hired any employees dutirggaudit period. If so, verify
the county remitted the appropriate informatiotht® Department of Revenue within
20 days of the new employee’s hiring date.

LOCAL GOVERNMENT CONTRACT AUTHORITY

31. Compliance Requirement:

» Itis within a county's contract authority to ent&o any contract necessary for the
exercise of its power, including but not limiteda@ontract for reimbursement that
may require that the county be reimbursed for tie of basic course training if an
employee leaves employment before completing anedde period of service.
(MCA 7-1-2105(6)) Note: MCA 7-32-4139, gave statutory authority to citawl
towns for a hiring contract provision requiring tiiae city or town be reimbursed for
the cost of a police officer's basic course trajnfrthe officer leaves employment as
a police officer before completing at least 36 nharaf service. The 2005
Legislature (HB 743) repealed 7-32-4139 on theifigdhat the ability to include
these provisions in any employment contract is withe contract authority granted
to local governments and statutory authorizatiaimisecessary. MCA 7-1-2105,
above, clarifies this contract authority for coest)

Suggested Audit Procedure
* None- This compliance requirement is included for imational purposes only.
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